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DCAA Issues Audit Guidance Reducing Audit 
Requirements for Low Risk Incurred Cost Proposal 
Less Than $250M 

On October 23, 2013, the DCAA issued revised guidance to its 
auditors, reducing the number of contractor incurred cost 
proposals (ICPs) requiring audit by eliminating many low risk 
ICPs.  For ICPs with audit dollar values (ADV) greater than $1M 
and less than $250M that are considered “low risk”, a sampling 
approach will be used.  Low risk ICPs with less than $1M ADV 
will not be audited.  Low risk ICPs with ADVs greater than $1M 
but less than $250M will be subject to sampling with increasing 
sampling rates for higher ADV ICPs (e.g., 10% random selection 
for low risk ICPs between $50M and $100M).  In addition to 
sampling, ICPs with ADVs greater than $100M but less than 
$250M will be subject to mandatory audit once every three 
years.  All ICPs with ADVs of $250M or more and those not 
dertermined to be low risk will still be subject to audit.  The 
guidance provides criteria for evaluating if ICPs are considered 
low risk, such as prior ICP audit history, fraud indicators and 
other audit results.  Ref. DCAA MRD 13-PPD-021(R). 

FAR Final Rule Requires Additional Service Contract 
Reporting 

Effective January 30, 2014, a final rule amends the FAR 
requiring contractors to provide annual reports of service 
contract invoiced amounts and direct labor hours expended 
under prime contracts, inclusive of first tier subcontractors.  
The reporting supports executive agencies in fulfilling their 
requirement to submit to the OMB an annual inventory of 
activities performed by service contractors.  DOD contracts are 
exempt from this rule because the DOD is already required to 
develop an annual service contract inventory.  Reporting is 
required for all cost-reimbursement, time-and materials, and 
labor-hour service contracts and orders, and all fixed-price 
service contracts.  The FAR Council also determined the rule 
should apply to contracts for the acquisition of commercial 
items in order to fulfill the intended result of the statutory 
requirement for increased visibility of contracted services.  
Contract applicability thresholds apply.  Ref. FAR Case 2010-
010, 78 Fed. Reg. 80369. 

DFARS Final Rule Addresses Safeguarding 
Unclassified Controlled Technical Information 

Effective November 18, 2013, a final rule amends the DFARS 
addressing requirements for safeguarding unclassified 
controlled technical information.  The final rule addresses 
safeguarding requirements that cover only unclassified 
controlled technical information, and reporting the compromise 
of unclassified controlled technical information.  Based upon 
comments received to a proposed rule, published June 29, 2011, 
the scope of the rule was modified to reduce the categories of 
information covered.  The new DFARS subpart 204.73 and 
clause requires contractors to provide adequate security to 
safeguard unclassified controlled technical information from 
compromise for information resident on or transiting through 
the contractor’s unclassified information systems.  The clause 
also requires reporting to the DOD within 72 hours of discovery 
of any cyber incident involving potential compromise of 
unclassified controlled technical information.  Ref. DFARS Case 
2011–D039, 78 Fed. Reg. 69273.  

For more information, please contact: 

Boston, Mass. 

John May 
Partner 
617-530-5340 

Chicago, Il. & Midwest 

Jim Bucrek 
Principal 
312-298-3907  

Chris Rohn 
Managing Director 
312-298-2992 

Mark Dostal 
Director 
312-298-2330 

New York, NY 

Phil Koos 
Partner 
646-471-2454 

Rich Meene 
Director 
646-471-7346 

Washington, D.C. 

Jim Thomas 
Partner 
703-918-3050  

Gary McDonald 
Director 
703-918-6002 

Suzanne Roske 
Director 
703-918-1503 

Dan Walsh 
Director 
614-787-3154 

West Coast 

David Bates 
Director 
678-296-8159 

Craig Stetson 
Director 
415-498-7116 

 

 


